
ORIGINAL
LEVINE, BLASZAK, BLOCK & BOOTHBY, LLP

2001 L STREET, NW.• SUITE 900
WASHINGTON. D.C. 20036

PHONE (~2) 857-2550
FAX (202) 223-0833

February 16, 2000

VIA HAND DELIVERY

EX PARTE OR LATE FILED

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
RoomTW-325
445 Twelfth Street, SW
Washington, DC 20554

Re: ex parte contact in CC Docket Nos. 94-1 and 96-262
=----.J

Dear Ms Salas:

On February 7.2000, Lee L. Selwyn and Patricia D. Kravtin of Economics and
Technology, Inc. and the undersigned, on behalf of the Ad Hoc Telecommunications
Users Committee, met with representatives of the Competitive Pricing Division of the
Common Carrier Bureau, Chairman Kennard's office and the offices of Commissioners
Ness, and Tristani. Enclosed please find Additional Workpapers relating to the
February 7 meeting.

In accordance with Section 1.1206(b)(2) of the Commission's Rules, 47 C.F.R.
§ 1.1206(b)(1) and (2), two copies of this letter along with its attachments and a diskette
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containing this letter formatted in Microsoft Word are included herein regarding the
above-captioned proceeding.

Sincerely,

~Bla7s'~z~a~~'--

Counsel to the Ad Hoc
Telecommunications Users Committee

Enclosures

cc: Richard Lerner
Jay Atkinson
Chris Bamekov
Lloyd Collier
Aaron Goldshmidt
Jennifer McKee
Florence Setzer
Noel Uri

T:\LB3law\ADHOC200\12PRICAP\X-Factor Remand Proeeeding\Exparte-ltr-2-16-2000.doc
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Table B-12. Summary of the Components of LECs' Price Cap X-Factor (excluding the Consumer Productivity Dividend) - 1985-1998

Year U.S. LECs' LECs' LECs' TFP U.S. LECs' Input X-factor Previous
Nonfarm Output Input TFP Differential Nonfarm Input Price ('Yo) X-factor I

Business Growth Growth Growth (%) Business Price DifTerential (%)
Sector Rate (%) Rate (%) Rate (%) Sector Growth (%)
TFP Input Rate ('Yo)
Growth Price
Rate (%) Growth

Rate (%)

A B C D=B-C E=D-A F G H=F-G I=E+H J

1986 1.10166 319590 -3.47804 6.67394 5.57228 2.80830 -3.15211 5.96041 11.53269 -0.5

1987 -0.39920 3.77146 0.58715 3.18431 3.58351 2.53178 1.92376 0.60802 4.19153 5.0

1988 0.29955 6.51202 5.73029 0.78173 0.48218 3.72958 2.39282 1.33676 1.81894 5.0

1989 0.19920 4.38736 3.61531 0.77206 0.57285 3.03629 -1.52894 4.56522 5.13808 7.9

1990 -0.69895 4.76646 0.01899 4.74748 5.44643 3.30913 3.88344 -0.57432 4.87211 8.8

1991 -1.41274 2.60725 2.60077 0.00647 1.41921 2.05824 -0.13437 2.19261 3.61182 5.8

1992 1.61294 3.51159 -2.30554 5.81713 4.20419 2.88104 -1.36727 4.24830 8.45250 3.4

1993 0.09995 5.83651 1.61153 4.22497 4.12502 3.71664 -0.64768 4.36432 8.48934 4.7

1994 0.39880 5.41052 2.67569 2.73483 2.33603 3.50341 2.22171 1.28171 3.61774 5.4

1995 0.29806 5.98969 0.29912 5.69056 5.39250 1.96268 0.84015 1.12253 6.51503 6.8

1996 1.47713 8.21568 -5.26234 13.47802 12.00089 1.38258 5.65415 -4.27157 7.72932

1997 0.39024 9.46127 4.48479 4.97648 4.58623 1.89887 -0.22680 2.125670 6.71190

1998 0.59259 5.37568 -0.22988 5.60556 5.01297 0.71810 0.18976 0.52834 5.54131

avg2(86-98) 4.21033 1.80677 6.01710
var(86-98) 8.08404 6.48203 6.22591

avg(91-98) 4.88463 1.44899 6.33362
var(91-98) 8.81863 6.38164 3.33409

avg(86-95) 3.31342 2.51056 5.82398 5.23
var(86-95) 3.55698 4.06310 7.69230 5.93

avg(91-95) 3.49539 2.64189 6.13729 5.22
var(91-95) 2.03050 1.98155 4.75223 1.29

I X-factor reported in the /997 Price Cap Review Order.

2 avg denotes the arithmetic mean of the series.

I\:l J vaT denotes the variance of the series.

Source: Bureau of Labor Statistics' MultifactoT Productivity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly tables), Table B-4, Table B-II, and Table B-13.
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Workpaper 1: Base Case

Table 2

Summary of the LECS' Price Cap X-Factor

U.S. Nonfarm
U.S. Nonfarm Business

Business Sector Input LECs'lnput
Sector TFP LECs' Output LECs'lnput LECs' TFP LEes'TFP Price Growth Price Growth Input Price

Growth Rate Growth Rate Growth Rate Growth Rate Differential Rate Rate Differential X-Factor
Year A B = Table 3 C = Table 7 D = +B-C E=+D-A F G = Table 8 H = +F-G 1= +E+H

1985
1986 1.10166 3.20079 -3.47804 6.67883 5.57716 2.32711 -3.15211 5.47922 11.05638
1987 -0.39920 3.76640 0.58715 3.17925 3.57845 3.45067 1.76258 1.68809 5.26654
1988 0.29955 6.51199 5.73034 0.78165 0.48210 5.12933 2.14707 2.98226 3.46436
1989 0.19920 4.38736 3.61526 0.77210 0.57290 2.41505 -0.22463 2.63967 3.21257
1990 -0.69895 4.76136 0.Q1899 4.74237 5.44133 3.09688 3.88344 -0.78656 4.65477
1991 -1.41274 2.61222 2.60077 0.01144 1.42418 1.87505 -0.13437 2.00943 3.43361
1992 1.61294 3.51156 -2.30555 5.81711 4.20417 3.14907 -1.36727 4.51633 8.72051
1993 0.09995 5.83136 1.61153 4.21982 4.11987 2.17615 -0.64768 2.82383 6.94370
1994 0.39880 5.41556 2.67569 2.73987 2.34107 3.55636 2.22171 1.33465 3.67572
1995 0.29806 5.98474 0.29912 5.68562 5.38756 2.60965 0.84015 1.76951 7.15706
1996 1.47713 8.22067 -5.29773 13.51840 12.04127 2.81198 5.68956 -2.87758 9.16369
1997 0.39024 8.81946 4.51998 4.29948 3.90923 2.29895 -0.26199 2.56094 6.47017
1998 0.59259 5.55848 -1.45353 7.01201 6.41942 2.69200 0.62220 2.06980 8.48922

Avg. (91 • 98) 4.98085 1.77586 6.75671

Sources: U.S. Nonfarm Business Sector TFP Growth Rate and U.S. Nonfarm Business Sector Input Price Growth Rate, Bureau of Labor Statistics' (BLS) Multifactor
Productivity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly tables), Table B-4, Table B-11, and Table B-13. 1998 LEC Input
Price Growth estimated, based upon 1993-1997 average growth.
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Table 8-12. Summary of the Components of the LECs' Price Cap X·Factor (excluding the Consumer Productivity Dividend) -1985-1998

U.S.
U.S. Nonfwm

Nonfarm Business
Business Sector LECs'

Sector LECs' LECs' Input Input
TFP Output Input LECs'TFP TFP Price Price Input Price Previous

Growth Growth Growth Growth DiII'erential Growth Growth Differential X-factor X·factor1

Year Rate (%) Rate (GAl) Rate (%) Rate (%) (%) Rate(%) Rate(%) (%) (%) (%)
A B C D=B-C E:D-A F G H=F-G I:E+H J

1986 1.10166 3.20079 0.13528 3.06550 1.96384 2.32711 0.76145 1.56566 3.52950 -0.5
1987 -0.39920 3.76640 0.4ElO45 3.30594 3.70514 3.45067 3.57916 -0.12849 3.57666 5
1988 0.29955 6.51199 4.13577 2.37622 2.07667 5.01816 1.62712 3.39104 5.46771 5
1989 0.19920 4.38736 2.63778 1.74958 1.55037 2.41770 -0.22519 2.64289 4.19326 7.9
1990 -0.69895 4.76136 -0.51834 5.27969 5.97865 3.31050 3.03030 0.28020 6.25885 8.8
1991 -1.41274 2.61222 1.99714 0.61508 2.02782 1.76996 -o.8B900 2.65896 4.68677 5.8
1992 1.61294 3.51156 -0.66620 4.1me 2.56483 3.1<1807 -1.18168 4.33184 6.90347 3.4
1993 0.09995 5.83136 0.84844 4.98291 4.88296 2.17615 0.03374 2.14241 7.02538 4.7
1994 0.39880 5.41556 2.87989 2.53567 2.13687 3.36732 1.68637 1.70095 3.83782 5.4
1995 0.29806 5.87582 0.90853 4.96729 4.66923 2.61453 1.42762 1.18691 5.85614 6.8
1996 1.47713 8.17336 -2.98398 11.15734 9.68021 2.99614 5.67789 -2.68175 6.99846
1997 0.39024 8.88075 4.01707 4.a.368 4.45343 2.29895 -0.03985 2.33890 6.79233
1998 0.59259 6.01721 0.32802 5.68919 5.09660 2.e9062 0.92214 1.76848 6.86508

avg2(86-98) 3.90666 1.63114 5.53780

va~(86-98) 4.77350 2.84753 1.80573

aVg(91-98) 4.43899 1.68169 6.12068
var(91-98) 5.34740 3.49387 1.31807

avg(86-95) 3.15564 1.91792 5.13356 5.23
var(86-95) 2.13663 1.66945 1.63713 5.93

avg(91-95) 3.25634 2.40557 5.66191 5.22
var(91-95) 1.57657 1.17037 1.54329 1.29

, X..flIctor~ed In the 1117 Price Cap Review Order

2 avg denotes the arithmetic mean of the series
3 var denotn the varianoe of the series.

S0UfC8: Bureau of Labor Stlllletlc&' Muhlf&etor Productivi1y Table 2: Private Nonfarm Business: Produc1MIy and Related Indexes (annual and quarterly
tables), Table 8-4, Table 6-11, and Table 8·13.
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Table A.... DinId calculation of the LECs' Price Cap X·Factor (excluding the Consumer Productivity Dividend) -198&-1"8
Based on AT&T Cost of Capitallntlex

u.s.
U.S. Nonfarm

Nonfarm Busi1ess LECs'
Business Sector LECs' LECs' Adjusted Interstate x-
Sector Input LEes' Adjusted Interstate Interstate GDPPI Interstate x- factor with
TFP Price OutpUt Revenue Total Output Revenue Growth factor (%) CPO

Growth Growth Growth Growth Company X Growth Growth Interstate X- (new based on removed fOf
Year Rate (%) Rate (%) Rate (%) Rate (%) factor (%) Rate (%) Rate (%) factor (%) series) GDPPI 1996-98

A B C 0 e-C-D-A+B F G H-F-G-A+B I J=F-G+I K=H-1.5

1986 1.10166 2.80830 3.20079 5.80654 -0.89912 5.14068 7.334081 -0.48677 2.2 0.00660 -0.48677
1987 -0.39e20 2.53178 3.76&40 1.81122 4.88616 7.78433 -0.&4393 11.35924 2.9 11.32826 11.35924
1988 0.29955 3.72958 6.51199 2.27551 7.86850 12.18882 2.883082 12.75377 3.4 12.72374 12.75377
1989 0.19920 3.03629 4.38736 0.92552 629892 6.04719 -0.38831 9.27259 3.9 10.33550 9.27259
1990 -0.69895 3.30913 4.76136 3.51395 5.25549 11.49069 -5.51058 21.00935 3.9 20.90127 21.00935
1991 -1.41274 2.05824 2.61222 0.75050 5.33269 9.83068 1.212508 12.08914 3.4 12.01817 12.08914
1992 1.61294 2.88104 3.51156 -2.10522 6.88488 5.95758 -1.83747 9.06315 2.2 9.99505 9.06315
1993 0.09995 3.71664 5.83136 4.01887 5.42918 11.26657 0.742518 14.14074 2.7 13.22405 14.14014
1994 0.39880 3.50341 5.41556 -0.88102 9.38120 8.70504 4.238391 7.57126 2.1 6.56665 7.57126
1995 0.29806 1.96268 5.98474 1.96378 5.88558 9.58520 2.481055 8.76876 2.1 9.20415 8.76876
1996 1.47713 1.38258 8.22067 1.18184 6.94428 9.62733 1.956673 7.57611 1.8 9.47066 6.07611
1997 0.39024 1.89887 8.81648 0.30089 10.02421 7.77268 1.398475 7.88283 1.7 8.07420 6.38283
1998 0.59259 0.71810 6.15546 0.95756 5.32341 9.04564 3.117153 6.05399 1.2 7.12849 4.55399

avg \86-98) 6.01641 9.77340 10.07514 9.42724
val· (86-98) 6.37577 22.78475 20.54240 24.98583

aVg(91-98) 6.87568 9.14325 9.46018 8.58075
var(91-98) 3.06184 6.23239 4.59900 8.97855

avg(88-95) 5.59215 10.55412 10.63034 10.55412
var(86-95) 6.36814 26.78701 25.09167 26.78701

aVtJ(91-95) 6.54271 10.32661 10.20161 10.32661
var(91-95) 2.32257 5.85386 5.33711 5.85386
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Table A-4a. Direct Calculation of the LECs' Price Cap X-Factor (excluding the Consumer Productivity Dividend) _1t85-01998
..... on Revtsed FCC Cost of Capital Index

u.s. U.S.
Nonfarm Nonfarm LECs'
Business Business LECs' LECs' Adjusted Interstate X-Sector Sector LECs' Adjusted Interstate Interstate GOPPI Interstate X- factor with

TFP Input Price Output Rewnue Total Output Revenue Growth factor (%) CPOGrowth Growth Growth Growth Company X Growtt1 Growth Interstate x- (new based on removed forYear Rate (%) Rate (%) Rate (%) Rate (%) factor(%) Rate (%) Rate (%) fador (%) series) newGDPPI 1996-98A B C 0 E=C-D-A+B F G H=F-G-A+B I J-F..Q+I K-H-1.5

1986 1.10166 2.80830 3.20079 5.80654 -0.89912 5.14068 7.334081 -0.48677 2.2 0.00660 -0.486771987 -0.39920 2.53178 3.76640 1.81122 4.88616 7.78433 -0.643926 11.35924 2.9 11.32826 11.359241988 0.29955 3.72958 6.51199 2.27551 7.66650 12.18682 2.863082 12.75377 3.4 12.72374 12.753771989 0.19920 3.03629 4.38736 0.92552 6.29892 6.04719 -0.38831 9.27259 3.9 10.33550 9.272591990 -0.69895 3.30913 4.76136 3.51395 5.25549 11.49069 0.837142 14.66163 3.9 14.55355 14.661631991 -1.41274 2.05824 2.61222 0.75050 5.33289 9.83068 -0.766736 14.06839 3.4 13.99741 14.068391992 1.61294 2.88104 3.51156 -3.28730 8.06897 5.95758 -3.415084 10.64074 2.2 11.57265 10.640741993 0.09995 3.71664 5.83136 2.33177 7.11628 11.26657 2.667386 12.21588 2.7 11.29918 12.215881994 0.39880 3.50341 5.41556 1.86406 6.65611 8.70504 3.72533 8.08432 2.1 7.07971 8.084321995 0.29806 1.96268 5.98474 1.86066 5.78869 9.58520 3.118542 8.13128 2.1 8.56666 8.131281996 1.47713 1.38258 8.22067 1.72342 6.40270 9.12733 1.081189 8.45089 1.8 10.34544 6.950891997 0.39024 1.89887 8.81648 0.72505 9.60006 7.77268 0.877732 8.40357 1.7 8.59494 6.903571998 0.59259 0.71810 6.15546 0.32924 5.95173 9.04564 1.291273 7.87987 1.2 8.95437 6.37987

avg2(86-98) 6.00948 9.64888 9.95062 9.30272
var3(86-98) 5.52476 13.73368 12.59819 15.10516

aVg(91-98) 6.86440 9.73437 10.05130 9.17187
var(91-98) 1.69828 4.73915 4.23609 6.94228

aVg(86-95) 5.61687 10.07011 10.14633 10.07011
var(86-95) 5.72303 17.06482 16.04072 17.06482

aVg(91-95) 6.59215 10.62812 10.50312 10.62812
var(91-95) 0.93713 5.41234 5.89145 5.41234

.....
o
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Table A-3•• Summary or 1M Components 01 the LECs' Price Cap X-Factor (excluding the Consumer Productivity Dlvlctend) -11"-1191
BlIIlCt 011 ReYIUd FCC c_t ofc"" IncIU

U.S.
U.S. Nonfarm

Nonfarm Business
Business Sector LECs'

SecbJr LECs' LECs' Input Input
TFP Output Input LECs'TFP TFP Price Price Input Price Previous

Growth Growth GraMh Growlh Differential Growth Growth DiffeNntiaI X.factor X_factor!

Vear Rate (116) RlIte(C16) Rate (116) Rate(~) ('MI) Rate (%) Rate ('lit) (%) (%) (lilt)
A B C D=B-C E=D-A F G H=F-G I=E+H J

1986 1.10166 3.20079 0.23097 2.9Ele81 1.86815 2.80830 5.19735 -2.38905 -o.52OfilO -0.5
1987 -0.38920 3.76640 0.54947 3.21882 3.81613 2.53178 0.7G253 1.82825 5.44S38 5
1988 0.29955 6.51199 4.13623 2.37576 2.07621 3.72958 -1.40072 5.13030 7.20661 5
1989 0.19820 4.38736 2.63658 1.75078 1.55158 3.03629 -2.41383 5.<46011 7.00189 7.9
1990 -0.89895 4.76136 -0.62394 5.38530 6.08425 3.30913 4.31281 -1.(038S 5.08057 8.8
1991 -1.41274 2.61222 1.97867 0.63355 2.04628 2.05824 -1.38313 3.45137 5.49765 5.8
1992 1.61294 3.51156 -0.77999 4.29155 2.67861 2.88104 -2.61511 5.49614 8.17476 3.4
1993 0.0999l5 5.83136 0.79511 5.03625 4.93630 3.71664 1.49236 2.22428 7.16058 4.7
1994 0.39880 5.41556 2.91809 2.49747 2.0ge67 3.50341 -1.19592 4.6lil933 6.79800 5.4
1985 0.28808 5.98474 0.82671 5.15803 4.851997 1.962ElB 1.12tll91 o.mn 5.69374 6.8
1996 1.4n13 8.22067 -3.41354 11.63421 10.15708 1.38258 5.85246 -4.26988 5.88720
1997 0.39024 8.81648 4.07661 4.73987 4.34963 1.89887 -3.43866 5.33753 9.68715
1998 0.59259 6.15546 0.01784 6.13762 5.54502 071810 0.24889 0.46921 6.01424

avg2(86-98) 3.98984 2.09682 6.08666
var3(86-98) 5.38031 9.67041 5.13108

avg(91-98) 4.58395 2.28022 6.86417
var(91-98) 6.06067 9.39899 1.83666

avg(86-95) 3.18162 2.57218 5.75380 5.23
var(86-95) 2.28288 6.97695 5.25875 5.93

avg(91-95) 3.32397 3.34098 6.66495 5.22
Vlf191.951 1.70185 2.80703 0.96974 1.29

1 X-ractor reported in the 1"7 Price Cap Review Order
2 8'fIl denole$ tho arithmetic mllliln of the aeries
S var denotoa tho .,.;~ 0( the serln.

Source: Bureau of Labor Stath,tic5' MultifllC!or Productivity Table 2: Private Nonfarm Elll5ines5: ProdUctivity and Related IndollK (annual and quarterly
t.bIn). Table 8-4, Table 8-11, and Table 8-13.
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SYNTHESIS 1. Summary of the Components ofthe LECs' Price Cap X-Factor (excluding the Consumer Productivity DIvidend) ·1985·1998
Based on AT&T Adjusted Staff ...9981 arlcLMCI CC)st of Capital Index

U.S.
Nonfarm U.S.
Business Nonfarm LEGs'

Sector LEGs' Business Input Input
TFP Output LEGs' Input LEGs' TFP Sector Input Price Price Previous X· Nov. 1999

Growth Growth Growth Growth TFP Price Growth Growth Different X-factor factor1 FNPRMX-
Year Rate (%) Rate (%) Rate (%) Rate (%) Differential (%) Rate (%) Rate (%) ial (%) (%) (%) factor (%)

A B C D;B-C E;D-A F G H;F-G I=E+H J

1986 1.10166 3.20079 0.23097 2.96981 1.86815 2.80830 5.19735 -2.38905 -0.52090 -0.5

1987 -0.39920 3.76640 0.54947 3.21692 3.61613 2.53178 0.70253 1.82925 5.44538 5

1988 0.29955 6.51199 4.13623 2.37576 2.07621 3.72958 -1.40072 5.13030 7.20651 5

1989 0.19920 4.38736 2.63658 1.75078 1.55158 3.03629 -2.41383 5.45011 7.00169 7.9

1990 -0.69895 4.76136 -0.61056 5.37192 6.07087 3.30913 5.02757 -1.71844 4.35243 8.8

1991 -1.41274 2.61222 1.98140 0.63082 2.04355 2.05824 -2.12139 4.17963 6.22319 5.8

1992 1.61294 3.51156 -0.77683 4.28840 2.67546 2.88104 -2.42908 5.31011 7.98557 3.4

1993 0.09995 5.83136 0.80277 5.02859 4.92864 3.71664 2.08617 1.63047 6.55911 4.7

1994 0.39880 5.41556 2.91769 2.49787 2.09907 3.50341 -2.58420 6.08761 8.18668 5.4

1995 0.29806 5.98474 0.82146 5.16329 4.86522 1.96268 1.57670 0.38598 5.25120 6.8

1996 1.47713 8.22067 -3.43185 11.65252 10.17538 1.38258 5.44203 -4.05945 6.11593

1997 0.39024 8.81648 4.07767 4.73881 4.34857 1.89887 -2.99327 4.89214 9.24071

1998 0.59259 6.15546 0.02674 6.12872 5.53613 0.71810 0.67317 0.04493 5.58106

avg2(86-98) 3.98884 2.05951 6.04835 6.017

var3(86-98) 5.39215 10.67980 5.25471 6.23

avg(91-98) 4.58400 2.30893 6.89293 6.33

var(91-98) 6.08684 10.41226 1.74497 3.33

avg(86-95) 3.17949 2.58960 5.76909 5.23 5.82

var(86-95) 2.27506 8.65034 5.71173 5.93 7.69

avg(91-95) 3.32239 3.51876 6.84115 5.22 6.14
var(91-95) 1.70216 4.72494 1.22191 1.29 4.75

1 X-factor reported in the 1997 Price Cap Review Order

2 avg denotes the .nthmetic mean of the series

3 v.r denat.. the v.rianCe of the series.

Source: Bureau of Labor Statistics' Multifactor Productivity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly
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SYNTHESIS 2. AT&T Direct Calculation of the LECs' Price Cap X-Factor (excluding the Consumer Productivity Dividend) ·1985·1998
Based on MCI Cost of CaDital Ind

u.s.
U.S. Nonfarm LEGs' Interstate Interstate

Nonfarm Business LEGs' LEGs' Adjusted Interstate X-factor X-factor
Business Sector Input LEGs' Adjusted Interstate Interstate

GDPPI
X-factor

GDPPI
(%) with GPO

SectorTFP Price Output Revenue Total Output Revenue Interstate Growth (%) Growth based on removed
Growth Growth Growth Growth Gompany X Growth Rate Growth Rate X-factor (new based on (old old for 1996-

Year Rate (%) Rate (%) Rate (%) Rate (%) factor (%) (%) (%) (%) series) GOPPI series) GOPPI 98
A B C 0 E=C-D-A+B F G H=F-G-A+B I J=F-G+I K=H-1.5

1986 1.10166 2.80830 3.20079 5.80654 -0.89912 5.14068 7.334081376 -0.46677 2.2 0.00660 2.6 0.40660 -0.48677

1987 -0.39920 2.53178 3.76640 1.81122 4.88616 7.78433 -0.643925723 11.35924 2.9 11.32826 3.1 11.52826 11.35924

1988 0.29955 3.72958 6.51199 2.27551 7.66650 12.18682 2.86308168 12.75377 3.4 12.72374 3.7 13.02374 12.75377

1989 0.19920 3.03629 4.38736 0.92552 6.29892 6.04719 -0.388309976 9.27259 3.9 10.33550 4.2 10.63550 9.27259

1990 -0.69895 3.30913 4.76136 4.24125 4.52819 11.49069 -4.720409487 20.21918 3.9 20.11110 4.4 20.61110 20.21918
1991 -1.41274 2.05824 2.61222 0.02576 6.05743 9.83068 0.425075474 12.87658 3.4 12.80560 3.9 13.30560 12.87658

1992 1.61294 2.88104 3.51156 -3.09797 7.87763 5.95758 -2.874698518 10.10038 2.2 11.03228 2.8 11.63228 10.10038

1993 0.09995 3.71664 5.83136 2.93355 6.51450 11.26657 -0.463715309 15.34698 2.7 14.43028 2.6 14.33028 15.34698
1994 0.39880 3.50341 5.41556 0.47556 "8.04461 8.70504 5.713711449 6.09594 2.1 5.09133 2.4 5.39133 6.09594

1995 0.29806 1.96268 5.98474 2.30376 5.34560 9.58520 2.811630277 8.43819 2.1 8.87357 2.3 9.07357 8.43819
1996 1.47713 1.38258 8.22067 1.49681 6.62931 9.62733 2.300432436 7.23235 1.8 9.12690 1.9 9.22690 5.73235
1997 0.39024 1.89887 8.81648 1.17127 9.15383 7.77268 2.344794676 6.93651 1.7 7.12788 1.9 7.32788 5.43651
1998 0.59259 0.71810 6.15546 0.76273 5.51824 9.04564 2.916044751 6.25510 1.2 7.32959 1.2 7.32959 4.75510

avg2(86-98) 5.97091 9.72308 10.02482 10.29405 9.37692

val(86-98) 5.60286 23.76861 21.65082 21.89976 26.18616

avg(91-98) 6.89264 9.16025 9.47718 9.70218 8.59775

var(91-98) 1.57531 9.99795 8.48550 8.57502 13.17160

avg(86-95) 5.63204 10.59761 10.67383 10.99383 10.59761

var(86-95) 6.09195 27.53483 26.07858 26.10750 27.53483

avg(91-95) 6.76796 10.57161 10.44661 10.74661 10.57161
var(91-95) 1.09069 10.58443 10.58619 10.33072 10.58443

2 avg denotes the arithmetic mean of the series
3 var denotes the variance of the series.
Source: Bureau of Labor Statistics' Multifaetor Productivity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly tables); U.S.



USTA 1

Total Company X-Factors

Source: USTA Initial Comments, January 7, 2000

Note: USTA did not identify X-Factors on an annual
basis in their Reply Comments (1/24/00), nor did
USTA provide electronic workpapers from which the
information could be derived and/or verified.
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Chart 01: Components of FCC LEC Price Cap X-Factor [Excluding CPO)

Input Price Growth Rates I Total Factor Productivity Growth Rates LEe
Total U.S. Nonfarm Differential Total U.S. Nonfarm Differential Price/Productivity
fB::O; Business Sector f8Xs Business sector Differential

A B C=B-A 0 E F=D-E G::C+F
Year

1984
1985
1986 5.20% 2.33% -2.87% 2.84% 1.10% 1.74% -1.13%
1987 0.72% 3.45% 2.73% 3.13% -0.50% 3.63% 6.36%
1988 -1.39% 5.02% 6.41% 0.32% 0.30% 0.02% 6.42%
1989 -2.40% 2.42% 4.82% 1.90% 0.20% 1.70% 6.52%
1990 1.86% 3.31% 1.45% 6.83% -0.70% 7.53% 8.99%
1991 -0.69% 1.77% 2.46% 2.19% -1.41% 3.60% 6.06%
1992 2.79% 3.15% 0.36% 4.43% 1.71% 2.72% 3.08%
1993 2.47% 2.18% -0.29% 4.00% 0.20% 3.80% 3.51%
1994 -0.05% 3.31% 3.42% 2.35% 0.30% 2.05% 5.47%
1995 1.23% 2.61% 1.38% 5.11% 0.30% 4.82% 6.20%
1996 5.94% 3.00% -2.94% 6.40% 1.48% 4.92% 1.98% ~

I1997 0.89% 2.30% 1.41% 2.60% 0.39% 2.21% 3.62% ....
1998 3.85% 2.69% -1.16% 4.72% 0.53% 4.19% 3.03%

Averages
[1986-9 41 0.94% 3.00% 2.05% 3.11% 0.13% 2.98% 5.03%
[1986.95) 0.97% 2.96% 1.99% 3.31% 0.15% 3.16% 5.15%
[1987-95) 0.50% 3.03% 2.53% 3.36% 0.04% 3.32% 5.85%
[1988-95) 0.48% 2.98% 2.50% 3.39% 0.11% 3.28% 5.78%
[1989-95) 0.74% 2.69% 1.94% 3.83% 0.09% 3.75% 5.69%
(1990-95) 1.27% 2.73% 1.46% 4.15% 0.07% 4.09% 5.55%
(1991-95) 1.15% 2.62% 1.47% 3.62% 0.22% 3.40% 4.86%

(1986-98) 1.57% 2.89% 1.32% 3.60% 0.30% 3.30% 4.62%
(1987-98] 1.27% 2.94% 1.67% 3.67% 0.23% 3.43% 5.10%
(1988-98] 1.32% 2.89% 1.57% 3.71% 0.30% 3.41% 4.99%
(1989-98) 1.59% 2.68% 1.09% 4.05% 0.30% 3.75% 4.85%
(1990-98) 2.03% 2.71% 0.68% 4.29% 0.31% 3.98% 4.66%
(1991-98) 2.05% 2.63% 0.58% 3.98% 0.44% 3.54% 4.12%
(1992-98) 2.45% 2.76% 0.31% 4.23% 0.70% 3.53% 3.84%
(1993-98) 2.39% 2.69% 0.30% 4.20% 0.53% 3.67% 3.97%....

(X) 11994.98) 2.37% 2.79% 0.42% 4.24% 0.60% 3.64% 4.06%
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Total Company X-Factors

Source: USTA Comments, January 7, 2000
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H01 TFPRP_90
TotallndlJstry lIolup

DATE 12I21l11Qfl\l USTA X-FACTOR SU~ARY REPORT
Page 1 of 1

1996 Total Faclor F'nldLJclMty R._ PIIl'I
I~ _ 01__ Dovelopoenl

R.,. Sou'co 1981 lD8i lll90 111111 1992 1983 IS94 lill5 19!IB IIlll7

,_
ANNUAL TFP DIFFERENTIAL

1110 LECTFP TFPlI.l20 1.77% 3.85% 2.02% 3.78% 3.47% 2.33% 3.80% 6.23% 1.06% 3.50%
110 U.S. TFP TFP1,1.131 -0.20% -0,21% -1.04'110 1.411% 0.82'llo 0.e0'4 0.39'llo 0._ 0_ 0.88%
120 TFP OIFF£ReNT1AL TFP1,1.140 2.03'110 4.07% 3.OK 2.20% 2_ 1.73% 3.41% 5.2.'110 0.37'110 2.81%
130 ,Y.., """9. TFP~ TFP1, 1.170 NlA NlA NlA WA 288'110 2.80% 2,88% 3.28% 2.96% 2.89%

LEe INPUT INFLATION OEYf:LOPMENT
I<VG INPUT SH/<ReS

200 CIIlilII I_OX1,1. 200 - 05024 0.4937 0.4970 060112 0.523ll 0.5222 0.5212 0.5231 05282 0.5380
210 L..... INPIOX1.1.210 NlA 02717 0.2880 0.2t138 0.2578 0.2848 0.2525 02025 0.2330 0.2204 0.2078
220 MII&S INPlDX1.1.:120 NlA 0.2259 0.2373 0.Z392 0.2330 0.2218 02253 0.2383 0.2439 0.2514 0.2585

INPUT COST GROWIH ~
230 C.plt_ IlU/(INf'IDX1.1.100(I)I1.10 NlA ·5.13% 527% 3,92% 8.81% 5.85% 2.97% 2.98% -OIl"" 8.80% 4.43%
240 Lobor O\-NllNPIOX1.1.110(lJ11.1' NiA 0.19'llo 1.33% 2.70% 0.61% 8.01% 143% -3.21% -261% ·3.80% 0.34%
250 - 0\-Nl_'.1.12O(l)l1.12 NiA 1074% 2_ I."'" -UO% 2._ Ull% 8.17% 2.:IlI""

a_
3.as%

INPUTC05T5 QuonIIy
280 eo,bI INPIDX1,1.300 NiA 3.80% 2_ 2.83% 2.44% 2.51% 2.24% 2.01% 2.03% 3.33% 343%
270 L_ INPIOX1.1.310 - -183% -3.25% -$Oft_ ·4.78% ·4.47"" -5.84% -7.01% -4.22% ·1.01% 0.15%
210 Milas INPIDX1,1.320 Nil< 8.34% ·145% 2.53% ·7.03'1\ 0.08% 7.00% 3.51% 010% 8.84% 2.71%

INPUT PRICE GROWTH Prico

= CapUt 1.:230·1.280 WI< -893% 2.87% 1.09'll0 8.37'1\ 3.34% 0.73% 0.91% ·2.1.% 3.5'" 1.00%
3QO LolIor L240 '1.270 NlA 1.82'110 ..- 7.7ft 5.37'1\ 10.55'14 7.0N 3.&1% 1.81% ·2.83% 0.19....
310 - 1.250 ·1.280 NIl< 4.40'14 4.43'14 3.95% 3.13'1\ 2.83% 2._ 2.48%. 225% 1.14% 1.17'1\

ION
1.2110"1.:200+1.300"1.2 I0+13 NI" -3.00% 3.70'14 3.54% 5.38" 5.09'V0 2.7ft 202'110 -O.<lO'llo 170'1\ D.&e%

..L320(!:4ll 2.901% '.OW 3.78% 301% 2.28'1\ 1.43%

400 U.s. TFP lAMIleIl 1110 Nil< -028% -0.21 .... -104% 1.49% 0.82% O.llO'l\ 0.3V% 0119'" 0._ 0.88%
410 5y... McM.. I<-.goICl.<T. TFPI,I.180 Nil< Nt" Nil< Nil< NlA 0.12% 0.29% 0,42% 0.84'" 0.40'11. 0.49%
420 % ClIango In GOPPl (oImuol) MlSC 1Pl.1.207 Nil< 4_ 4.43% 3.95% 3.13% U3% 2.81l'14 2.49% 2.25% I.B4% 1.17%
.30 5Y."_nol<__goICIM'T. ""9,.Ch9 MlSC1Pl(1.20 HI" NlA NI" Nil< NlA J.77'llo 3.43'llo 2.78'llo 2_ 2.19'llo 1.77%

U.S. INPUT INFLATION
•4°IAnnuoi 1.400 + 1.420 Ni" 4.1." .22% 29'% 4.61% 3.SS'llo 3.29% 2.89% 3.24% 2.53%
450 $'(•• Moving Avwap 1.410 +1.430 Ni" NlA NlA NlA NI" 3.88% 3.72'J1. 319'llo 3.13% 2.59'llo

INPUT INFLATION OIFFERENTIAL
5OOIMnuol 1.320-1.440 N/" -7.13% -0.52% 0.83% 0.75% 1.54"" ·0.52% -D.87% ·3.44% -oao%
510 5V.... Mgt!M Av!r!!J! 1.330·1_ Ni" Nt" HlA NtA NtA -095% 0.38% 0.56% -0.12% ·0.31'llo

XFACTOR TFP llI1l'arontlal -1r4>U _onDlf_

6001....... 1.120-1.500 HI" 018% '.'11% 2.43% 1.55% 1.31% 2.25'1\ 4.26% 6._ 1.20%
810 SV.... Mc:Mna AYlnpe 1.130 ·1.510 HI" NlA HI" NI" NlA 3.81% 243.... 2.10% 3.41l'% 3.29%

SUMMARI' 5 Iu, MovIne AmUIlS
700 5VIl AYO TFP OIFF 1.130 HlI< NI" NI... Nt" Nt" 2.86% 2.80% 2.86% 3.21% 2.88.... 2.89%
710 $ YR "YO INPUT INFL DlFF I 510 NtA Ni" NI" NlA NI" ·0.95% 0.38% D.se% -0.12% -0.31'llo -0.82%
720 $ YR "va X·F...cTOR 1.810 NIl< NI" N/" Nt" NlA 381% 2.43.... 2.10% J.4O% 3.20% 3.71%

I\)
o
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Interstate Only X-Factors
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Table 2

Summary of the LEGS' Price Gap X-Factor

U.S. Nonfarm
U.S. Nonfarm Buslness

Buslness Sector Input LECs'lnput
SectorTFP LECs' Output LECs' Input LECs'TFP LECs'TFP Prlce Growth Price Growth Input Price

Growth Rate Growth Rate Growth Rate Growth Rate Differential Rate Rate Differential X-Factor
Vear A B = Table 3 C = Table 7 D = +B-C E =+D-A F G = Table 8 H = +F-G 1= +E+H

1985
1986 1.10166 5.14068 -3.47804 8.61872 7.51706 2.32711 -3.15211 5.47922 12.99628
1987 -0.39920 7.78433 0.58715 7.19718 7.59638 3.45067 1.76258 1.68809 9.28447
1988 0.29955 12.18682 5.73034 6.45648 6.15693 5.12933 2.14707 2.98226 9.13919
1989 0.19920 6.04719 3.61526 2.43194 2.23274 2.41505 -0.22463 2.63967 4.87241
1990 -0.69895 11.49069 0.01899 11.47170 12.17065 3.09688 3.88344 -0.78656 11.38409
1991 -1.41274 12.52354 2.60077 9.92276 11.33550 1.87505 -0.13437 2.00943 13.34493
1992 1.61294 5.69210 -2.30555 7.99765 6.38471 3.14907 -1.36727 4.51633 10.90105
1993 0.09995 11.15208 1.61153 9.54054 9.44059 2.17615 -0.64768 2.82383 12.26442
1994 0.39880 8.21692 2.67569 5.54122 5.14242 3.55636 2.22171 1.33465 6.47707
1995 0.29806 7.38202 0.29912 7.08289 6.78483 2.60965 0.84015 1.76951 8.55434
1996 1.47713 9.44316 -5.29773 14.74089 13.26375 2.81198 5.68956 -2.87758 10.38618
1997 0.39024 7.95709 4.51998 3.43711 3.04686 2.29895 -0.26199 2.56094 5.60780
1998 0.59259 9.09953 -1.45353 10.55306 9.96047 2.69200 0.62220 2.06980 12.03027

Avg. (91 - 95) 7.81761 2.49075 10.30836
Avg. (91 - 98) 8.16989 1.n586 9.94576

Sources: U.S. Nonfarm Business Sector TFP Growth Rate and U.S. Nonfarm Business Sector Input Price Growth Rate, Bureau of Labor Statistics' (BLS) Multifactor
Productivity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly tables), Table 8-4, Table 8-11, and Table B-13. 1998 LEG Input
Price Growth estimated, based upon 1993-1997 average growth.

I\)
I\)
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Interstate Only X-Factors

Source: MCI Reply Comments, January 24, 2000
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Table 8-14. Summary of the Components of the LECs' Interstate Price Cap X-Factor (excluding the Consumer Productivity Dividend) -1985-1998

U.S.
U.S. Nonfarm

Nonfarm Business
Business LECs' Sector LECs'
sector Interstate LECs' Input Input
TFP Output Input LECs'TFP TFP Price Price Input Price Previous

Growth Growth Growth Growth Differential Growth Growth Differentitll X-factor X-factor'
Year Rate (%) Rate (%) Rate(%) Rate(%) (%) Rate ('II) Rate ('II) (~) (%) (%)

A B C D:B-C E:D-A F G H::F·G 1::!i+H J

1986 1.10166 5.14068 0.13528 5.00s..0 3.90373 2.32711 0.76145 1.56566 5.46939 -0.5
1987 -0.39920 7.78433 0.46045 7.32387 7.72308 3.45067 3.57916 -0.12849 7.59459 5
1988 0.29955 12.18682 4.13577 8.05105 7.75150 5.01816 1.62712 3.39104 11.14254 5
1989 0.19920 6.04719 2.63778 3.40941 3.21021 2.41770 -0.22519 2.64289 5.85309 7.9
1990 -0.69895 11.49069 -0.51834 12.00802 12.70798 3.31050 3.03030 0.28020 12.98818 8.8
1991 -1.41274 9.83068 1.99714 7.83354 9.24628 1.76996 -0.88&00 2.6$8&lS 11.90523 5.8
1992 1.61294 5.95758 -0.66620 6.62378 5.01084 3.14907 -1.18958 4.33864 9.34949 3.4
1993 0.09995 11.29657 0.84844 10.41813 10.31818 2.17615 0.03374 2.14241 12.~ 4.7
1994 0.39880 8.70504 2.87989 5.82515 5.42635 3.36732 1.66637 1.70095 7.12730 5.4
1995 0.29806 9.15988 0.90853 8.25135 7.95329 2.61453 1.42762 1.18691 9.14019 6.8
1996 1.47713 9.44316 -2.98398 12.42714 . 10.95000 2.99614 5.67789 -2.68175 8.26826
1997 0.39024 7.94546 4.01707 3.92839 3.53814 2.29895 -0.03995 2.33890 5.87704
1998 0.59259 10.82512 0.32802 10.49710 9.90450 2.69062 0.92214 1.76848 11.67299

avg2(86-98) 7.51108 1.63114 9.14222

vw3(e&-98) 8.74180 2.84753 6.62112

avg(91·98) 7.79345 1.68169 9.47514
var(91-98) 6.79807 3.49387 4.96150

avg(e&-95) 7.32514 1.97792 9.30306 5.23
var(86-95) 7.99587 1.66945 6.79859 5.93

avg(91-95) 7.59099 2.40557 9.99656 5.22
var(91-95~ 4.33032 1.17037 3.61984 1.29

, X-factor reported In the 1997 Price Cap Review Order

z 8VlI denotes the arithmetic mean of the aeries
S var denotes the V8rlanoe of the serin.

Source: Bureau of Labor Statistics' Multlfactor Productllllty Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly
tables), Table 8-4. Table 8-11, and Table 8-13.
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Interstate Only X-Factors

Source: AT&T Reply Comments, January 24,2000
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Table A.ea. DintCt Calculation of the LECs' Price Cap X-Factor (excluding the Consumer Productivity Dividend) -1985-1998
Based on Al&T Cost of Capital Index

u.s.
U.S. Nonfarm

Nonfarm BusIness LECs'
Business Sector LECs' LECs' Adjusted Interstate X
Sector Input LECs' Adjusted Interstate Interstate GOPPI Interstate X- factor with
TFP Price OUtput Revenue Total Output Revenue Growth factor (0/0) CPO

Growth Growth Growth Growth Company X Growth Growth Interstate X- (new based on removed for
Year Rate (%) Rate (%) Rate (%) Rate (%) factor ('Yo) Rate (%) Rate (%) factor (%) series) GOPPI 1996-98

A B C 0 e-C-D-A+B F G H-F-G-A+B I J=F-G+I K=H-1.5

1986 1.10166 2.80830 3.20079 5.80654 -0.89912 5.14068 7.334081 -0.48677 2.2 0.00660 ·0.48677
1987 -0.39920 2.53178 3.76640 1.81122 4.88616 7.78433 -0.64393 11.35924 2.9 11.32826 11.35924
1988 0.29955 3.72958 6.51199 2.27551 7.•50 12.18682 2.863082 12.75377 3.4 12.72374 12.75377
1989 0.19920 3.03629 4.38736 0.92552 6.29892 6.04719 -0.38831 9.27259 3.9 10.33550 9.27259
1990 -0.69895 3.30913 4.76136 3.51395 5.25549 11.49069 -5.51058 21.00935 3.9 20.90127 21.00935
1991 -1.41274 2.05824 2.61222 0.75050 5.33268 9.83068 1.212508 12.08914 3.4 12.01817 12.08914
1992 1.61294 2.88104 3.51156 -2.10522 6.88488 5.95758 -1.83747 9.06315 2.2 9.99505 9.08315
1993 0.09995 3.71664 5.83136 4.01887 5.42918 11.26657 0.742518 14.14074 2.7 13.22405 14.14074
1994 0.39880 3.50341 5.41556 -0.86102 9.38120 8.70504 4.238391 7.57126 2.1 6.56665 7.57126
1995 0.29806 1.96268 5.98474 1.96378 5.68558 9.58520 2.481055 8.76876 2.1 9.20415 8.76876
1996 1.47713 1.38258 8.22Oe7 1.18184 6.94428 9.62733 1.956673 7.57611 1.8 9.47066 6.07811
1997 0.39024 1.89887 8.81648 0.30089 10.02421 7.77268 1.398475 7.88283 1.7 8.07420 6.38283
1998 0.59259 0.71810 6.15546 0.95756 5.32341 9.04564 3.117153 6.05399 1.2 7.12849 4.55399

avg \86-98) 6.01641 9.77340 10.07514 9.42724
val (86-98) 6.37577 22.78475 20.54240 24.98583

aVg(91-98) 6.87568 9.14325 9.46018 8.58075
var(91-98) 3.06184 6.23239 4.59900 8.97855

avg(86-95) 5.59215 10.55412 10.63034 10.55412
var(86-95) 6.36814 26.78701 25.09167 26.78701

avg(91-95) 6.54271 10.32661 10.20161 10.32661
var(91-95) 2.32257 5.85386 5.33711 5.85386

I\)
a>
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Table A..... Direct Calculation of the LECs' Price Cap X.factor (excluding the Consumer Productivity Dividend) - 1985-19"
Based on Revised FCC Cost of Capital Index

u.s. U.S.
Nonfarm Nonfarm LECs'
Business Business LECs' LECs' Adjusted Interstate X-
Sector Sector LEOs' Adjusted Interstate Interstate GOPPI Interstate x- factor with
TFP Input Price Output Revenue Total Output Revenue Growth factor (%) CPO

Growth Growth Growth Growth Company X Growth Growth Interstate X- (new based on removed for
Year Rate (%) Rate (%) Rate (%) Rate (%) factor (%) Rate (%) Rate (%) factor (%) series) new GOPPI 1996-98

A B C 0 E=C-D-A+B F G H=F-G-A+B I J-F..(3+1 K-H-1.5

1986 1.10166 2.80830 3.20079 5.80654 -0.89912 5.14068 7.334081 -0.48677 2.2 0.00660 -0.48677
1987 -0.39920 2.53178 3.76640 1.81122 4.88616 7.78433 -0.643926 11.35924 2.9 11.32826 11.35924
1988 0.29955 3.72958 6.51199 2.27551 7.66650 12.18682 2.863082 12.75377 3.4 12.72374 12.75377
1989 0.19920 3.03829 4.38736 0.92552 6.29892 6.04719 -0.38831 9.27259 3.9 10.33550 9.27259
1990 -0.69895 3.30913 4.76136 3.51395 5.25549 11.49069 0.837142 14.66163 3.9 14.55355 14.66163
1991 -1.41274 2.05824 2.61222 0.15050 5.33219 9.83088 -0.766736 14.06839 3.4 13.99741 14.06839
1992 1.61294 2.88104 3.51156 -3.28730 8.06617 5.95758 -3.415064 10.64074 2.2 11.57265 10.64074
1993 0.09995 3.71664 5.83136 2.33177 7.11628 11.28657 2.667386 12.21588 2.7 11.29918 12.21588
1994 0.39880 3.50341 5.41556 1.86406 6.65611 8.70504 3.72533 8.08432 2.1 7.07971 8.08432
1995 0.29806 1.96268 5.98474 1.86066 5.78869 9.58520 3.118542 8.13128 2.1 8.56666 8.13128
1996 1.47713 1.38258 8.22067 1.72342 6.40270 9.62733 1.081889 8.45089 1.8 10.34544 6.95089
1997 0.39024 1.89887 8.81648 0.72505 9.60006 7.77268 0.877732 8.40357 1.7 8.59494 6.90357
1998 0.59259 0.71810 6.15546 0.32924 5.95173 9.04564 1.291273 7.87987 1.2 8.95437 6.37987

avg2{86-98) 6.00948 9.64888 9.95062 9.30272
var3{86-98) 5.52476 13.73368 12.59819 15.10516

aVg(91-98) 6.86440 9.73437 10.05130 9.17187
var{91-98) 1.69828 4.73915 4.23609 6.94228

avg{86-95) 5.61687 10.07011 10.14633 10.07011
var{86-95) 5.72303 17.06482 16.04072 17.06482

avg(91-95) 6.59215 10.62812 10.50312 10.62812
var(91-95) 0.93713 5.41234 5.89145 5.41234



AT&T 3

Interstate Only X-Factors

Source: AT&T Reply Comments, January 24,2000
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Table A-8a. Summary of the Components of the LECs' Price Cap Interstate X-Factor .1985-1998
Based on Revised FCC Cost of capIaIlndex

U.S.
US. Nonfarm

Nonfarm Business
Business LECs' Sector LECs'
Sector Interstate LEGs' Input Input
TFP Output Input LECs' TFP TFP Price Price Input Price

Growth Growth Growth Growth Differential Growth Growth Differential X-factor
Year Rate (%) Rate (%) Rate (%) Rate (%) (%) Rate(%) Rate (%) (%) (%)

A B C O=B-C E=O-A F G H=F-G I=E+H

1986 1.10166 5.14068 0.23097 4.90971 3.80804 2.80830 5.19735 -2.38905 1.41899
1987 -0.39920 7.78433 0.54947 7.23486 7.63406 2.53178 0.70253 1.82925 9.46331
1988 0.29955 12.18682 4.13623 8.05059 7.75104 3.72958 -1.40072 5.13030 12.88134
1989 0.19920 6.04719 2.63658 3.41062 3.21141 3.03629 -2.41383 5.45011 8.68153
1990 -0.69895 11.49069 -0.62394 12.11463 12.81358 3.30913 4.31281 -1.00369 11.80990
1991 -1.41274 9.83068 1.97867 7.85200 9.26474 2.05824 -1.39313 3.45137 12.71611
1992 1.61294 5.95758 -0.77999 6.73757 5.12463 2.86104 -2.61511 5.49614 10.62077
1993 0.09995 11.26657 0.79511 10.47146 10.37151 3.71664 1.49236 2.22428 12.59579
1994 0.39880 8.70504 2.91809 5.78695 5.38815 3.50341 -1.19592 4.69933 10.08748
1995 0.29806 9.58520 0.82671 8.75850 6.46043 1.96268 1.12891 0.83377 9.29420
1996 1.47713 9.62733 -3.41354 13.04088 11.56374 1.36258 5.65246 -4.26988 7.29386
1997 0.39024 7.77268 4.07661 3.69607 3.30582 1.89887 -3.43866 5.33753 8.64335
1998 0.59259 9.04564 0.01784 9.02779 8.43520 0.71810 0.24889 0.46921 8.90441

Average X-factors: 1986 to 1995 9.95494
1987 to 1995 10.90338
1988 to 1995 11.08339
1989 to 1995 10.82654
1990 to 1995 11.18738
1991 to 1995 11.06287

Mean: 10.83642
Median: 10.98313

1986 to 1998 9.56854
1987 to 1998 10.24767
1988 to 1998 10.31898
1989 to 1998 10.06274
1990 to 1998 10.21843
1991 to 1998 10.01950

Mean: 10.07264
Median: 10.14059
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SYNTHESIS 1

Interstate Only X-Factors

Source: ETI Analysis
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SYNTHESIS 1. Summary of the Components ofthe LECs' Price Cap Interstate X-Factor (excluding the Consumer Productivity Dividend) -1985-1998
Based on AT&T Adjusted Staff Model and MCI Cost of Capital Index

u.s. U.S.
Nonfarm LECs' Nonfarm
Business Interstate Business Input

SectorTFP Output LECs'lnput LECs'TFP TFP Sector Input LECs'lnput Price
Growth Rate Growth Growth Growth Rate Differential Price Growth Price Growth Different X-factor

Year (%) Rate (%) Rate (%) (%) (%) Rate (%) Rate (%) ial (%) (%)
A B C D=B-C E=D-A F G H=F-G I=E+H

1986 1.10166 5.14068 0.23097 4.90971 3.80804 2.80830 5.19735 -2.38905 1.41899
1987 -0.39920 7.78433 0.54947 7.23486 7.63406 2.53178 0.70253 1.82925 9.46331
1988 0.29955 12.18682 4.13623 8.05059 7.75104 3.72958 -1.40072 5.13030 12.88134
1989 0.19920 6.04719 2.63658 3.41062 3.21141 3.03629 -2.41383 5.45011 8.66153
1990 -0.69895 11.49069 -0.61056 12.10125 12.80020 3.30913 5.02757 -1.71844 11.08176
1991 -1.41274 9.83068 1.98140 7.84927 9.26201 2.05824 -2.12139 4.17963 13.44164

1992 1.61294 5.95758 -0.77683 6.73442 5.12148 2.88104 -2.42908 5.31011 10.43159
1993 0.09995 11.26657 0.80277 10.46380 10.36385 3.71664 2.08617 1.63047 11.99432
1994 0.39880 8.70504 2.91769 5.78736 5.38855 3.50341 -2.58420 6.08761 11.47617
1995 0.29806 9.58520 0.82146 8.76375 8.46568 1.96268 1.57670 0.38598 8.85166
1996 1.47713 9.62733 -3.43185 13.05918 11.58205 1.38258 5.44203 -4.05945 7.52260
1997 0.39024 7.77268 4.07767 3.69501 3.30476 1.89887 -2.99327 4.89214 8.19691
1998 0.59259 9.04564 0.02674 9.01890 8.42630 0.71810 0.67317 0.04493 8.47123

avl(86-98) 7.47073 2.05951 9.53023

var3(86-98) 9.05078 10.67980 8.73452

avg(91-98) 7.73934 2.30893 10.04826
var(91-98) 7.12717 10.41226 3.90168

avg(86-95) 7.38063 2.58960 9.97023
var(86-95) 8.24076 8.65034 10.46829

avg(91-95) 7.72031 3.51876 11.23908
var(91-95) 4.42235 4.72494 2.36594

2 avg denotes the arithmetic mean of the series
3 var denotes the variance of the series.
Source: Bureau of Labor Statistics' Multifactor Productivity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly tables),



SYNTHESIS 2

Interstate Only X-Factors

Source: ETI Analysis
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SYNTHESIS 2. AT&T Direct Calculation of the LECs' Price Cap X-Factor (excluding the Consumer Productivity Dividend) -1985-1998
Based on Mel Cost of Capital Index

u.s.
U.S. Nonfarm LECs' Interstate Interstate

Nonfarm Business LECs' LECs' Adjusted Interstate X-factor X-factor
Business Sector Input LECs' Adjusted Interstate Interstate

GDPPI
X-factor

GDPPI
(%) with CPO

SectorTFP Price Output Revenue Total Output Revenue Interstate Growth (%) Growth based on removed
Growth Growth Growth Growth Company X Growth Rate Growth Rate X-factor (new based on (old old for 1996-

Year Rate (%) Rate (%) Rate (%) Rate (%) factor (%) (%) (%) (%) series) GOPPI series) GOPPI 98
A B C D E=C-D-A+B F G H=F-G-A+B I J=F-G+I K=H-1.5

1986 1.10166 2.80830 3.20079 5.80654 -0.89912 5.14068 7.334081376 -0.48677 2.2 0.00660 2.6 0.40660 -0.48677

1987 -0.39920 2.53178 3.76640 1.81122 4.88616 7.78433 -0.643925723 11.35924 2.9 11.32826 3.1 11.52826 11.35924

1988 0.29955 3.72958 6.51199 2.27551 7.66650 12.18682 2.86308168 12.75377 3.4 12.72374 3.7 13.02374 12.75377

1989 0.19920 3.03629 4.38736 0.92552 6.29892 6.04719 -0.388309976 9.27259 3.9 10.33550 4.2 10.63550 9.27259

1990 -0.69895 3.30913 4.76136 4.24125 4.52819 11.49069 -4.720409487 20.21918 3.9 20.11110 4.4 20.61110 20.21918

1991 -1.41274 2.05824 2.61222 0.02576 6.05743 9.83068 0.425075474 12.87658 3.4 12.80560 3.9 13.30560 12.87658

1992 1.61294 2.88104 3.51156 -3.09797 7.87763 5.95758 -2.874698518 10.10038 2.2 11.03228 2.8 11.63228 10.10038

1993 0.09995 3.71664 5.83136 2.93355 6.51450 11.26657 -0.463715309 15.34698 2.7 14.43028 2.6 14.33028 15.34698

1994 0.39880 3.50341 5.41556 0.47556 8.04461 8.70504 5.713711449 6.09594 2.1 5.09133 2.4 5.39133 6.09594

1995 0.29806 1.96268 5.98474 2.30376 5.34560 9.58520 2.811630277 8.43819 2.1 8.87357 2.3 9.07357 8.43819

1996 1.47713 1.38258 8.22067 1.49681 6.62931 9.62733 2.300432436 7.23235 1.8 9.12690 1.9 9.22690 5.73235

1997 0.39024 1.89887 8.81648 1.17127 9.15383 7.77268 2.344794676 6.93651 1.7 7.12788 1.9 7.32788 5.43651

1998 0.59259 0.71810 6.15546 0.76273 5.51824 9.04564 2.916044751 6.25510 1.2 7.32959 1.2 7.32959 4.75510

avg
2
(86-98) 5.97091 9.72308 10.02482 10.29405 9.37692

var
3
(86-98) 5.60286 23.76861 21.65082 21.89976 26.18616

avg(91-98) 6.89264 9.16025 9.47718 9.70218 8.59775

var(91-98) 1.57531 9.99795 8.48550 8.57502 13.17160

avg(86-95) 5.63204 10.59761 10.67383 10.99383 10.59761

var(86·95) 6.09195 27.53483 26.07858 26.10750 27.53483

avg(91-95) 6.76796 10.57161 10.44661 10.74661 10.57161
var(91-95) 1.09069 10.58443 10.58619 10.33072 10.58443

2 avg denotes the arithmetic mean of the series

3 var denotes the variance of the series.
Source: Bureau of Labor Statistics' Multifactor ProductiVity Table 2: Private Nonfarm Business: Productivity and Related Indexes (annual and quarterly tables); U.S.
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